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Memorandum

Messrs. Cariwell, Mundheim, Altmané~
TO : Taylor, Heleniak, Lynch an DATE:
woy O ATE:  JUN 1 1978

FROM : John Fouheyj(

SUBJECT: Seasonal Financing Bills

Representative Stanton has introduced a bill
(H.R. 12502) that would limit further Federal financing
assistance for New York City to a three-year extension of
the existing seasonal lending authority. Maximum lending
authority would decline over the three-year period, as

follows:
NYC Maximum
Fiscal Year Lending Authority
1979 $2,000,000,000
1980 1,500,000,000
1981 800,000,000

The Stanton bill is structured as an amendment to the

Seasonal Financing Act of 1975, and the amendments are limited
to those necessary to reflect the new lending authority -- no
conditions are proposed to be added beyond the sole present
condition of "reasonable prospect of repayment”.

The Stanton bill may be unsatisfactory for a number of
reasons:

1. It authorizes seasonal lending for a three-year, not
four-year, period.

2. The levels of lending authority may be inadequate.

3. In the aftermath of the Moorhead and Treasury loan
guarantee bills, which contained numerous gonditions that had
to be met before guarantees could be issued, it may be diffi-
cult to obtain even seasonal lending authority without speci-
fying conditions in the statute.

4. There may be changes that Treasury would like made in
the Seasonal Financing Act, such as inclusion of authority
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to withhold transfer payments to recoup loans and to waive
the priority afforded the United States, as creditor, by

31 u.

s.c. 8 191.

Therefore, I have drafted a bill amending the Seasonal

Financing Act that addresses those problems:

1. Section 5 provides for a four-year extension of
seasonal lending authority, with amounts left blank for
completion by Messrs. Altman and Taylor.

2. Section 4 deals with conditions that must be satis-
fied before a loan may be made, including a rolling
four~year financial plan. (The definition added by
section 1 is necessary for one of the conditions.)

3. Section 3, taking language almost verbatim from
Treasury's loan guarantee pill, specifies that the
Secretary shall withhold transfer payments if necessary
to obtain repayment (the present law would not permit
withholding without further legislation) and also
authorizes a waiver under 31 U.S.C. s 191. Section 2
would permit seasonal loans to MAC: the City could not
meet the "joint and several l1iability" condition in

the present law.

Section 6 and 7 make certain necessary mechanical changes; 1
may have a further change (comparable to section 2(a) of the
Stanton bill) after checking the language of the appropria-

tion
Act.

that,
lems,

bill,

act passed to fund loans under the Seasonal Financing

At the risk of stating the obvious, I should emphasize
since the draft addresses a number of distinct prob-
sections of it can be chosen at will for an actual
depending on our judgment as to what is necessary OT

desirable.

In addition to a copy of my draft, copies of the

Stanton bill and the geasonal Financing Act of 1975 are
attached.

Attachments



Bill Amending P.L. 94-143
(New York City Seasonal Financing Act of 1975)
to Provide Seasonal Financing through June 30, 1982

Section 1. Section 3 of the New York City Seasonal
Financing Act of 1975 ig amended by adding at the end
thereof the following new definition:

"(3q) 'independent fiscal monitor' means an
instrumentality of the State that has the authority

and has been directed to regulate the fiscal affairs

of the City, including authority and direction to

require the City to adopt and adhere toO financial

plans meeting the requirements of section 6(a) (2},

for at least the period during which loans may be

made under this Act, which authority and direction

the State has covenanted will not be repealed,

invalidated or otherwise substantially impaired

during such period."

Section 2. gection 4(a) of the New York City Seasonal
Financing Act of 1975 is amended by striking "the City and
such agent shall be jointly and severally liable thereon."
and inserting in lieu thereof "only if the proceeds of such
1pan are advanced to Or applied for the beneﬁk} of the City."

Section 3. Section 5 of the New York City Seasonal

Financing Act of 1975 is amended by striking out the third
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and fourth sentence and inserting incgéé%Dtheréﬁiie follow-
ing:

"Any other provision of law to the contrary notwith-
standing, the Secretary shall withhold from any payments
from the United States to the City or the State of the
character described in clauses (i), (ii}, and (iii) of this
section 5 that may become due pursuant to any law, and shall,
in the case of payments of the character described in clauses
(i} and (ii), deposit in the general fund of the Treasury,
an amount, calculated on the date such payment is otherwise
payable, equal to the aggregate of all outstanding claims
that the Secretary has against the City or any financing
agent pursuant to this Act. The Secretary shall withhold
from such payments in the following order of priority:

"(i) First, payments to the City under the State
and Local Fiscal Assistance Act of 1972, as presently
or in the future amended, or any other enactment pro-
viding for general purpose financial assistance;

"(ii) Second, payments to the State under the
State and Local Fiscal Assistance Act of 1972, as
presently or in the future amended, or any other
enactment providing for general purpose financial
assistance: Provided, That the Secretary shall not

withhold any amount from any payment to the State to






